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be r chosen by vote of the other
ha. The board of control will con¬
stitute the directorate of "A" com¬
pany, and finally would acquire all
the pr sent functions of the Transit
. .>inmi>*ion except those involving
exercise of police power, to wi".lch
the Public Service Commission
would succeed on abolition of the
Transit Commission at the end of
lu usefulness.

Valuation to lie Fixed.

The city will acquire the transit
lines, not already owned "t, on
a valuation which the comntission
will fix, and without outlay on the
City's part through an arrange¬
ment whereby the earnings of the
lines will pay for their purchase.
The present subway leases are to
bo reformed or superseded by
agreement eo as to abolish all
preferential payments and place
the company and city investments
011 a parity. The ownership of all
subway equipment not already
owned by the city would be vested
In the city without outlay by the
city in return for a new lease.
Under the reformed subway

leases tho properties comprising
the three proposed operating
groups would be assigned and
transferred to "V Company in
exchange for "A" Company bonds
in amount equal to the valuation
of the properties fixed by the
commission. That is to be
achieved "by agreement." if possi¬
ble, but if not, then "otherwise to
be determined by the Transit
Commission".possibly by fore¬
closure.
The three groups of properties

would then be leased to their re¬

spective operating companies, "B,"
"C and "D.-*
"A" Company would provide suffi¬

cient funds for financing the unified
feystem and to provide working capital
for the early period of its operation
through the sale of short term securi¬
ties. The bonds to be exchanged for
the properties would be secured by a

purchase money mortgage on the
properties acquired and the company's
interest in the leases to the operating
companies.

Water Automatically Squeezed.
The foregoing plan would automati¬

cally squeeze the "water" out of pres¬
ent securities by substituting for them
row securities based upon the actual
value of the properties. Also the plan
would eliminate all Intercompany leases,
such as tho Interborough's lease of the
Manhattan elevated lines. To all of
these proposed changes there is ex¬
pected to be much objection from tran-
cit financial Interests. The report Indi¬
cates that the commission has in mind
a way to enforce its decision if It can¬
not be done by agreement, hut does not
indicate what that course will be.

In cwse the city should object to the
commission's plan the commission is
specific about its course as follows:

"If the city authorities shall oppose
immediate municipal ownership of the
transit system, with its present oppor¬
tunity to reform completely the existing
situation, the commission is prepared to
consider the alternative course of vest¬
ing title to all properties not now owned
by the city, including the subway leases,
in the Consolidated Company ("A" Com-
pany), with provision for deferred own¬
ership by the city. Such a course will
permit the general features of the plan
to be carried out, but will add to the
difficulties and will tend to impose a
higher fare."
The means whereby the commission

proposes that tho rate of fare shall fix
itself automatically in the future is
unique. That la to be accomplished
by means of a contingent reserve or!
"Barometer" fund, which is to be ere-
ated by the surplus moneys, after the
payment of operating expenses and
fixed charges. If the available surplus
keeps this fund above a specified maxi¬
mum the faro will be lowered automatl-
cally, while If the fund falls below the
specified maximum the fare Ls Increased
automatically until the reserve is re¬
stored. The commission proposes to
start with a five cent fare as the basis.
For example:

If the normal amount of the "barom¬
eter" fund were fixed at 125,000,000.
vlth a fare of five cents, and at the end
»f the year It were discovered that the
surplus haf increased the fund to $3o.-
000.000 tlf fare would decrease. On
the other ( ind, should it appear at the
end of tM year that the "barometer"
fund had Itllen to. say. $16,000,000, the
fare would automatically go up until the
Increased revenue had restored the fund
to the normal figure of $26,000,000.

Money to Go for Service.
The commission comments:
"In short, the purpose of this is, after

fixing the base of proper valuation and
determining the operating expenses and
fixed charges, to make the decision as to
the rate of fare as automatic as Is
humanly possible. Upon the new basts
< Including the board of control upon
which the city Is represented) the public
i nn be assured that all money expended
is properly expended for necessary cost,
end the rate of fare, therefore, will re¬
flect the actual necessary cost of the
transportation that the public gets, un¬
influenced by any opportunity of pri¬
nts gain based upon stock ownership."

Another unique feature Ls provision
for an "efficiency" fund to be created
1 fter all other payments and equal to 3
per rent. Interest on the "A" company
bonds. That fund Is to be disbursed on a
1 nets of half for the benefit of the oper-
sting employees. In rash, pensions or rs
otherwise determined, snd half as ad¬
ditional Interest on tho outstanding
bonds.

Mayor Thrown Willi interests.

Although the report proposes a five
cent fare until a fair return can be de¬
ftmined on a bonis of roe'e bottom val¬
uation and although It recommends the
0 roezlng out of all the "water" of which
tie Hylan administration has made a'
special Investigation ; recommends the
s 'rapping of useless surface lines and
t >e utilization of buses where aervlce-
t.ulo. which has been the Mayor's pet
scTfeme: paves the way for municipal
ewnerslilp, which the Mayor lias ad¬
vocated. und essajs to rtmsdy virtually
S< cry cond'tlon of which the Mayor has
p.ade political thunder or registered Jus-
titled complaint, it was apparent last
right that the Hylan administration was
gtepared to continue its fight against
|he commission and reiterate Its "eight
fcmt fars plot" charges. That tho Mayor
tin ind himself supported by some of

the "transit interests" which he has de¬
er t.-d was also expected.
The report maaeg no charge against

the Hylan administration, but it does
show thai in the last three years, while
traffic has Increased 25 per cent., fa¬
cilities whose provision were in the hands
of the Hylan administration have in-
c:cased only 5 per cent.; it shows that
surface car fares, through abolition of
transfer points, have increased 20 per
ctnt. and subway and elevated fares a
like percentage through taxation by rea¬
son of the city's failure to obtain a re¬
turn upon its subway investments; that
"no platu whatever have been made for
the building of additional subways" ; that
"within the last five months even the
completion of the still unfinished parts
of the dual system has been blocked at
important points through the failure of
the Board of Estimate and Apportion¬
ment to approve pending contracts or to
vcte the necessary funds."

Commission Statement In Fall.
The full statement and outline of the

commission la as follows;
tSKPTBMBKR 29, 1921.

The Transit Commission, appointed
under the pro* isions of Chapter 134 of
the Laws of 1921, lias a threefold func¬
tion. Succeeding to the powers and
duties of the former Transit Construc¬
tion Commissioner, it Is charged with the
planning and building of rapid transit
railways and with the completion of the
$50,000,000 of subway work still under
construction. Ah the successor, also, of
the Public Service Commission for the
First district, it has supervisory and
regulatory power over all lines, rapid
transit or otherwise, operated within the
city limits. Finally, and In particular,i
it Is required, after making the neces.
sary studies and investigation, to pre-1
pare a plan for the relief of the present
intolerable transit conditions, and for the
radical and permanent reorganization of
the entire transit system.
The act under which the commission

is proceeding sets forth (in Section 106)
that the plan of reorganization is to ef¬
fect the following purposes:

"(1) The combination, rehabilita¬
tion, improvement and extension of
existing railroads so that service
thereon may be increased and im¬
proved to the fullest extent possible,

"(2) the receipt, as soon as prac¬
ticable, by the city, of sufficient re¬
turns from the operation of the rail¬
roads so that the corporate stock or

bonds issued by the city for the con¬
struction of rapid transit railroads
may be exempted in computing the
debt incurring power of the city un¬

der tho Constitution of the State, and
"(3) the assuring to the people of

the city the continued operation of
the railroads at the present or low¬
est possible fares consistent with the
Just valuations of the railroads and
their safe and economical operation."
Tho act leaves to the discretion of

the commission the determination as to
which railroad properties shall be
brought within a unified system. It
provides further that the commission
shall determine whether, in Including
roads not already owned by the city,
full title to their properties shall be
transferred to the city. In anticipation
of such an extension of municipal
ownership the commission is required
to revalue each of the roads likely to
be afTected. It is directed to give con¬

sideration, in the process of valuation,
to certain designated principles; but it
is left free to give final weight only to
such elements either of cost or valuation
as it may deem pertinent.to secure, in
short, whatever terms it may deem
fa!rr«t to the citv.

Survey Made Independently.
The process of initial valuation of so

vast a group of properties has neces-

sarily proved a lengthy one, especially
as the commission determined to secure

for its guidunce original figures pre¬
pared by its own forces, without de¬
pendence upon appraisals previously
matje. whether for the city, the courts
or the companies. Rapid progress has,
nevertheless, been made. Within a week
of taking office the commission organ¬
ized a bureau of valuations, employing
an engineering and accounting staff of
some two hundred. Compilations of the
:ost of the properties comprising the
dual system that have been years in
arrears have been brought to date, and
with the active cooperation of the com-

panics In the preparation of reliable
inventories final figures covering all
roads will be in hand by the end of
the year.
The commission has also, through its

bureau of accounts, made a comprehen-
live analysis of the finances and operat¬
ing results of each of the roads, giving
particular attention to their present
ability to maintain adequate operating
service.

It has had in conference from time to
time the operating officials of each com-

pany iikely to be included within its
plan. Including the receivers and repre-
sentatives of receivers of roads in the
custody of the courts. It has conferred
also with the various committees and
groups representing classes of securities
the plan would affect and committees of
tort and contract creditors.

Public Hearings to Be Held.

It is proponed to Institute a aeries of
public Inquiries, the first of which will
be set for an early date, at which the
several companies will be subjected to
further examination in relation to their
affairs, and in particular as to their
attitude toward the plan, and at which
opportunity will be afforded for criti¬
cism and constructive suggestion. In
conducting these inquiries the Commls-
sion, under the law, has all the powers
of a commltieo of the Legislature.

Until these public examinations have
been held, bearing, an they will, upon
matters of important detail, and until
the work of valuation Is finished, the
Commission will not undertake to pre¬
sent in complete form what might be
termed the statutory plan. From the
study and investigation already made,
however, It has reached certain definite
conclusions as to the general form the
plan will take, and as to the principles
that will underlie it. In its opinion, the
public interest will be served, and ita
own subsequent labors assisted, if the
plan, in outline, is presented without
delay for open discussion.
There has been no advance presenta¬

tion of the plan to any of the companies,
though their officers were Informed
shortly after the Commission took office
that a reorganization aa broad as the
act Indicated would undoubtedly be un-
dertaken. They were at the same time
Informed that the Commission was not
disposed to uas the power the act con¬
ferred upon It to raise farea as a meas¬
ure of temporary relief, or to raise
fares, in any event, unless, after full
investigation of the situation and the
preparation of the plan itself, it be¬
came clear that other remedies would
not he sufficient.

Divided Control Harmful.
A word with relation to the conditions

the Commission finds existing may aid
a better understanding of the remedies
it proposes to apply :
The transit system In ail of Its parts

still suffers, as it has long suffered,
from the various consequences of di¬
vided organization and divided control,
Rut the hampering conditions surround-
Ing it* operation have been aggravated
b« j ond endurance by more recent d»-
i eiopmenl. The companies are not. giv¬
ing tic character of service their fran-
ci iseg and contracts with the city re¬
quire them to give. It is clear that if
present conditions are continued they
will remain without nbility either to re-
establish or to maintain such service.
There is. of course, no doubt that their
plight is attributable In no small de¬
gree to Incidents of their own selfish

and often unsavory history. Revenues
that In the past should have cone Into
better facilities, or Into the maintenance
of reserves that conservative business
practice required, have been paid Into
private pockets through swollen or
forced dividends. Beyond question,
many millions of dollars realised from
nickel fares have thus baen diverted
from the purposes to which morally they
belonged. This was true ten years or
more ago In the case of most af the
surface lines, almost none of which has
paid any dividends since. It has been
exemplified strikingly in the recent pol¬
icy of the Interborough Company. But
no amount of exasperation about the
past will help a solution of the present
problem. The years of the war, and its
aftermath, with the consequent drastic
Inflation of every element of cost enter¬
ing into railroad operation, brought to
light the inherent financial weaknesses,
and put an end to what remained of
profit taking. None of the companies
lias paid a dividend for thn-c years,
with the exception of the Manhattan
Elevated Railway Company, the stock¬
holders of which are paid a fixed an¬
nual dividend in tho form of "rentals"
secured by the Interborough Company
lease of the elevated properties, and two
or three others of minor consequence.

Closely following the disappearance
of proflt payments upon stock, came
lapses in the payment of interest on
funded debt, failure to pay taxes and
other public charges, and rapid growth
in the arrears of ordinary current ac¬
counts payable. The associated Brook¬
lyn companies, subway, elevated and
surface, upon an appeal of creditors to
the courts in December, 1918, and
shortly afterward the surface lines of
the New York Railways in Manhattan,
passed into the hands of receivers. The
Interborough system has been perilously
near receivership on more than one oc¬
casion, and the time Anally has been
reached when none of the companies.
with the single exception of the Inter¬
borough In Its subway division.is
earning enough, even with restricted
service, to pay costs of operation and
the interest on its debt.

In their effort to secure the means of
continued operation, the companies were
turned toward Indirect methods either
of increasing revenue or of reducing
expense.

Free Transfers Lost.

The Andings of the Commission with
relation to the results of this policy,
and the general conditions now prevail¬
ing, may be summarized as folows:

(1) The surface systems, previously
uniAed upon the basis of single fares
and the giving of practically universal
free transfers, have been bhoken up.
Many of the lines or parts of lines,
deemed the least proAtable. have been
discontinued wholly, while others previ¬
ously run under uniAed operation have,
for lack of ability to pay rentals, been
returned for separate operation to the
companies from which they were
leased.

(2) Except where required by law,
or by special franchise terms, the free
transfers between lines have either been
cut out altogther, or are now given only
upon an additional charge of two cents;
with the result that former Ave cent
fares in these instances have been turned
into either ten or seven cent fares.
Of the 2,365 free transfer points main¬

tained three years ago on the surface
lines, 1,783 have been discontinued, and
that 227 of those continued the two cent
rate is charged.
In 1918, 309,973,002 free transfers were

collected on the surface lines within a
total traffic carried of 896,362.667.tha:
is. a transfer was issued to one pas-
sengcr out of each three. i'"or the cor¬

responding: year ended June SO, 1.121,
92.683,148 free transfers were collected
out of a traffic of 977.C00.268, or one to
each passenger out of ten.

It Is difficult to reach definite esti¬
mates of the added net revenue secured
by the surface lines either through the
dropping of rotitea or the elimination
of transfers, but the accountants of
the commission figuring as closely as

possible from the data at their com¬
mand, approximate the total at $9,000,000
annually.

Train Service Rednced.

(3) Both train and car service, upon
rapid transit routes as well as upon
the surface lines, has, in proportion to
the traffic carried, been materially re¬
duced.
Tn 1918 there were 328.000,000 car miles

operated for the accommodation of less
than 2,000,000,000 passengers. I>uring the
year just past, with 2,500,000.000 passen¬
gers carried, the car mileage had risen
only to 344,000.000. In other words, the
facilities within a period of three years
have been increased only 5 per cent,
while the traffic Increased 25 per cent.
The cuts in service vary with differ¬

ent hours of the day, and approximately
full service Is still furnished by the sub¬
ways at least at the peak of the rush
hour. Upon many individual lines there
has been an actQal reduction In the
old basis of service. The average of
the service, however, is most unsatis¬
factory.

It would be difficult even to estimate,
separately, the amount of expense saved
by the companies through service re¬
ductions. They admit that It has been
large, and continue to protest Its neces¬

sity. But whatever the saving may be
It remains a poor offset to the cost of
the time lost to Individual passengers
In the tedious business of waiting for
trains and cars, and of both time and
temper loat through the Inhuman pack¬
ing of cars, the congestion of station
platforms and the physical wear and
tear of dally travelling experience.

4. The physical properties of many of
the companies, structures, tracks and
cars alike, in the absence of adequate
funds for current repair work have
become badly run down, and in some
Instances are unfit for use.
The amount that It will take to bring

the postponed repair work to date, with
certain rehabilitations, chiefly upon the
surface lines, was estimated a* the
end of the year 1920 by the Public
Service Commission for the First Dis¬
trict In its report to the legislature
at 110,945,000. Revised figures showing
the growth of this Item to date are In
course of preparation.

5. In addition to tho postponement
of current repairs to the properties in
use there has been a general lack of
provision for the new structure, equip¬
ment and facilities required to keep up
with the phenomenal Increase of traffic
or to replace obsolete properties.

It Is roughly estimated that 125,000,-
000 will be needed for new properties of
this character. Practically none of this
has been provided or even contracted
for. Some of the rolling stock still in
use Is over thirty years old.

Bt
6. As a further consequence of tho

failure to develop adequate revenues,
the Interest upon the city's ehsre of the
Investment In the dual subways which,
by this time, should have been carried
from the earnings of the roads Is still
carried Annually In the city budget and
paid from taxation. Tn the budget for
1921 the sum of these charges for In¬
terest and sinking fund requirements
amounted to over 19,500,090. For 1922
It will be greater.
The continuance of this uneconomic

policy serves merely to defer the carry¬
ing of the city's share of expense from
the revenues of the roads, for which pro¬
vision must be made before the present
problem can be properly solved.

7. Finally, it appears that no plans
whatever have been made for the build¬
ing of additional subways; though the
fact that many of tho lines of the dual
system are already taxed to capacity
has been well advertised and the need

Gov. Miller Pleased With Report;
Says Full Credit Is Due to Commission

(GOVERNOR MILLER made this statement last night regarding
the report of the Transit Commission and said that it was the

only comment he desired to make at this time:
"I am pleased with the report. I am pleased and have been

pleased from the start with the manner in which the Transit
Commission has been doing its work. It is their work and they
deserve the credit for it. I merely started the ball rolling."
Senator Clayton R. Lusk. majority leader in the Senate and a

guest with the Governor last night at a dinner in the Hotel Pennsyl¬
vania, was enthusiastic over the report. He said:

"I'll stand with the Transit Commission on this report. It
is along the lines that I have anticipated and I think its realiza¬
tion will be a fine thing for the city and the travelling public."

of providing at once for a system of
extensions has been repeatedly made
clear.

Within the past five months even the
completion of tho still unfinished parts
of the dual system has been blocked at
Important points through the failure of
the Board of Estimate and Apportion¬
ment to approve pending contracts or
to vote the necessary funds.

If the existing routes were in first
class condition and functioning properly,
an intensive programme of new subway
building should already be under way.
The present rate of increase in the
volume of traffic carried is extraordl-
nary, far exceeding in proportion the
normal increase in population. During
Hie two years ended June 30, 1931, the
number of passengers carried on all the
lines, subway, elevated and surface, in¬
creased by 419,970,000 over the number
carried In 1919, or an average of 575,300
in the number carried daily.

City I'nable to Help.
It will be recalled that although in

1900 and 1902 the letting of contracts
for the first subways was hailed as
a promise of lasting relief, the con¬
gestion had become deplorable before
the lines of the dual system were con¬
tracted for In 1918. Nearly another ten
years have passed since those contracts
were negotiated and though the warn-
ings of disaster are quite as clear, there
is total inaction. In the judgment of
the commission, at least $50,000,000 of
new subway work should be placed
under contract annually for the next
five years. The city, however, as mat-
tern now stand is unable to devote
anything approaching this amount of
capital to rapid transit purposes. Its
constitutional borrowing capacity, as to
tho present margin of which there ap-
pears to be much uncertainty, is bound
to be required during the next few
years for schools and a multitude of
ether city needs, and cannot bo drawn
upon to any large extent for sub¬
way purposes.
The investment of $230,000,000 in the

1913 lines already made by the city is,
and will remain, a permanent charge
against the debt limit so long as the
city fails to take payment of its interest
and sinking fund charges from the
revenues of the roads. The way is thus
blocked to the use of further city
credit. If these charges are Included,
as they should be, among the fixed
operating costs of the future system,
the city's entire Investment of a quar¬
ter of a billion dollars in the dual lines
will be released, and a like sum may
be borrowed to cover the work ahead.
The commission, in one of the separate

reports it proposes to publish in the
near future, will present a general plan
for the building of those new lines that,1
in its judgment aro immediately re-
quired, together ¦with Its recommenda¬
tions as to the order In which they
should be undertaken. Before proceed¬
ing. however, with anything more than
the planning of lines upon paper, it will
require the active cooperation of the
Board of Estimate and Apportionment,
which continues to hold the powers of
consent and appropriation in the matter
of subway building.
Financial Situation of Companion.
The commission further finds tho fol¬

lowing facts:
1. That the companies, nothwithstand¬

ing their savings through reductions of
service, are still falling in an increas¬
ing ratio to meet their operating and
fixed charges. Statements covering their
operations for the three years ended
June "0, 1921, show the aggregate deficits
of all lines after allowance for fixed
charges and operating expense, as fol¬
lows:

Tear ended June 30, 191 9.... $8,572,558
Tear ended June 30, 1920 I11.423.93S
Year ended June 30, 1921. .. .$17,122,798
The greater part of the increase of

$5,698,862 in the deficit for .the fiscal
year Just ended over that of the year
before Is attributable to the advance in
wage schedules of August, 1920, which
in turn will be offset largely during the
current year by the wage reduction of
10 per cent, agreed'upon a month ago.
It will appear clearly, however, under
analysis that up to the present time
there has been little net change in the
volume of loss resulting from ordinary
operation.

It la to be borne In mind that the
progressive deficits shown are based
solely upon operating expense, routine
rental charges, taxes and Interest on
bonds. No doubt there are various
charges in the list that can be reduced
or that will disappear under a rcor-
ganized and more economical plan of
operation. The figures as they stand,
however, offer a logical starting point
In ascertaining the amount of revenue
necessary adequately to carry the
system In the future.

2. While the so-called preferential
allowances of the Interborough and the
Brooklyn Rapid Transit Companies
under the Dual Contracts had not been
earned during the year covered hv the
statements referred to, they arc carried
as a cumulative claim, pavabto from
future surplus esrnlngs, before any
payments of interest or sinking fund
charges may be made on tho City's
share of the dual investment.
On June 30. 1921, the accumulation of

Company unearned and unpaid prefer¬
ential of this character amounted to
tho following:
Interborough Company (sub¬
way account f 6,061,143

Interborough Company (Man¬
hattan Elevated account).... 23,646,548

Brooklyn Rapid Transit Com¬
pany 11.972.767

A total of $41,681,458
TTntll an agreement has been reached

upon a plan of readjustment these
claims will, of course, continue to mount
and will bo counted by the companies
as contingent assets, while tho cor¬

responding deficits of the City, paid
from taxation as the additional lines
to be placed under construction are
completed and additional bonds are
Issued to pay for them, will also con¬
tinue to mount.

Living by .'Hand to Month.'

3. In order to carry their deficits and
at the same time continue to exist and to
operate their lines, the companies have
been living upon a "hand to mouth"
basts, subsisting In the main upon de¬
faults In the payment of Interest and
(axes snd through the putting off as far
as they can the payment of their current
hills.
On June 30, 1921, tho aggregate of

current assets of all the companies was
$55,908,891. of which 99.148,663 was In

current cash funds. Upon the same date
the aggregate of current liabilities, many
of them of a pressing nature, was $111,-
044,653. They include the following:
Arrears of taxes due, State
and city $13,370,973

Unpaid interest on underly¬
ing bonds, &o 36,083,595

Rentals overdue 14,557,975
Accounts and bills payable,.. 14,449,291

It is, of course, true that some of the
companies are in a better condition than
others and that the figures applying to
individual cases vary. The Interborough
Company in Its Subway Division, for in¬
stance, makes a better showing than any
of the others.
The Interborough Company, never¬

theless. upon its subway operation,
showed an operating profit applicable
to the carrying of its clcvattd deficit of
¥2,630,953 for the year ended June 30,
1920, and of only $1,129,548 for the fis¬
cal year Just ended, a decrease of $1.-
501,405. On the other hand, during
the same period the Manhattan surface
lines of the New York Railways Com¬
pany, as constituted before their receiv¬
ership, while still showing a deficit of
$3,151,654, showed a gain of $937,149
over their record of the year before.

City Ought to Howe Beat.

The public unfortunately has not been
fully aware of the serious nature of
these conditions. In tills recital the
Commission has only sketched them. In
subsequent statements it will endeavor
to give completely informing portrayals
of them all. But even a sketch of the
situation!! coupled with the knowledge
that absolutely no provision has been
made for taking care of the conditions
of the future, is alarming.
The City of New York upon everv

consideration, whether of its physical
greatness, its wealth, the complexities
of its dally commercial and industr.nl
life or its dignity, ought to have the
best planned and best equipped and
operated street railway system in the
world.
The spectacle of the City, on the otlic-

hand, dependent on the present embar¬
rassed and generally ill equipped
agencies for a service essential .o ity
daily existence. Is a sorry one. That th ¦

companies are not wholly responsible
for their condition does not mend the
fact. That there is merit.in some in¬
stances the highest degree of effi¬
ciency.In their mechanical operation,
even within their present means, does
not affect the major question. If they
were fully restored to-morrow there
would be no promise or protection
against a recurrence of the conditions
of to-day.

In the judgment of the Commission
a complete change both in the organ¬
ization and in the methods of financing
the system, as well as Its relation to tho
public, must be effected. To bring
about sucli a change was frankly the
purpose of the legislation under which
the Commission is acting. That purpose
was not only to end the present state of
chaos, but to end. so far as possible, the
financial and political manipulation ta
which traditionally the transit system
has been subjected.to recreate It, In
short, on lines sound both economically
and morally.

t-ian or Heoriranlsatlon.
It is the conclusion of the Commission

that the plan of reorganization should
be based upon the following principles:

1. That all existing lines.subway,
elevated and surface.should be unified
for purposea of future operation and
placed under the control of a single cu-
pervisory authority In which the operat-
ing companies and the city shall particl-
pate upon equal terms.

2. That the railway properties still
held in private ownership, whether under
direct title, franchises, contracts
leases, should, so far as required for the
purposea of the unified system, be trans¬
ferred to the city; their owners receiving
in return new securities, based upon the
actual value of the lines for operating
purposes.

3. That the continued possession of
any of the roads for purposes of opera-
tlon be conditioned upon the acceptance
from tho city of new leases, granted for
restricted periods, and that the revenue
derived from ouch operation be used only
for the payment of actual operating cost
and the interest and sinking fund
charges upon the new securities.plus
certain limited percentages of profit al-
lowed when earned as an incentlvo to
good management.

4. That tho new securities be amor-
tised In favor of the city, subject to tho
right of the city to retake any specified
one of the lines upon the payment of any
then unamortized proportion of the se¬
curities.

C. That provision be also made from
the revenue of the roads for payment in
each year of the Interest and sinking
fund charges upon the city's Investment
in the dual subways; as well as upon all
subsequent rapid transit investments of
the city.

Preferential* <o Be Given I p.

6. That as a condition precedent to
participation in the proposed reorgan¬
ization the preferential allowance of
trofits granted to any one of the
companies as a consideration for rights
yielded under previous contracts or
leases, as well as any claims based upon
the unpaid accumulation of such pref¬
erential profits, bo given up; and that
all inter-compcay leases or other un¬
dertakings covering the use either of
lines er equipment be cancelled.

7. That the lines retained In the re¬
organized system he arranged so as
to eliminate gradually all duplication
of service so that the rapid transit
roads will servo the long hauls and the
surface cars.or buses.the local and
connecting hauls.

8. That only such lines as In the
judgment of the commission are adapt¬
able to such a system be acquired, or
accorded any value for purposes of
such acquisition.

9. That as rapidly as may be poa-
slbie financially full and continuous s
vlca he restored upon all of the lines,
free transfers reestablished and post¬
poned repairs given proper attention.

10. That alt train and car schedules
be so arranged as to provide adequately
for the comfort and convenient service
of the travelling public nt all bourse of
tho day.

11. That in order further to relieve
prisent conditions, and to provldo for
the great Increases of trafflo oertaln to
develop In tho near future. Immediate
provision ho made for the planning and
building of additional now subways.

13, That provision be made for wind¬
ing up the affairs ef the prnesnt operat-

ing companies at the earliest practicable
time upon the basis of the adjustment
suggested, for the satisfactory settle¬
ment by them of their current liabilities
before transfer of their lines to the City
and for the termination of all receiver¬
ships.

13. That in order to preserve a uni¬
fied rate of fare on all the lines, all
surplus earnings be pooled and that a
proper fund be estabished, to consist of
such surplus earnings and such tempo¬
rary borrowings us may be necessary,
to cover current contingent needs.

14. That the rate of fare shall not be
fixed, In any discretionary sense, either
by the Commission or by any other au¬
thority but that it shall be determined
from year to year automatically ac¬
cording to the actual costs of operation.

Five Cent Fare to Stay.
It is the further conclusion of the

Commission that until there has been
ample demonstration of the general re¬
sults of operation of the now plan and
until the changes and economies the
plan lias In view are tested fully, there
should be no change in the present rate
ot fare. The Commission will require,
therefore, that the rate for the first year
following the Initiation of the plan shall
remain at five cents.

Tn any consideration of the rate 01
fare to be charged there should be taken
Into account the fact that one result of
the past three years' policy of Inaction
bus been to hide a substantial increased
fare in the present disintegrated and
depreciated service. Through the doub¬
ling of fares and the elimination of free
transfers the net return per ride lor
each passenger carried on the surface ,

lines In Manhattan and The Bronx lias
been increased from 3.674 cents In 1918
to 4.342 cents in 1921; in Brooklyn the
average of 3.341 cents in 1918 has been
increased to 4.415 cents In 1921. In
other words, the surface lines In Man-
hattan, Brooklyn and The Bronx are
already receiving a net increase or
about one cent per passenger over the
net return of 1918.
There has been no such direct increase

upon the subway and elevated lines
where continuous rides are the rule.
There the added cost to the passenger
has been In discomfort and loss of time.
But even there the payment of the city s
deficits through taxation is adding al¬
most exactly one cent to the subway

In short, increased fares have not
been avoided. They have been secured
through indirection.
The Commission appreciates that u

proper and necessary service is to be
restored and the revenues gained
through charging of double fares and
the cutting out of transfers given up.
this hidden increase must be first ab¬
sorbed. In other words, savings '.13t
bo effected that will offset the hidden
rute. The Commission appreciates as
well that various fixed charges must be
eliminated, and many costs reduced, to
offset further burdens placed upon the
present system.

i

List of I>e«clcnolcs.

Jf the present situation were ac cepted
ns the basis of fare fixing.a solution
the Commission declines to consider.;
without allowance for profits of an>
nature, preferential or otherwise, the
following deficiencies would have to be
overcome;

(a) The gross revenues of the oper¬
ating companies for the year ended J"jieSO. 1921, was In round numbers $133,-
000,000. and the costs of operation,
taxes, rentals and Interest $150,000,000.
The deficits, heretofore cited,lathere-

(b) The deficits in the interest
and sinking fund account of
the city which in 1921 amounted
to $9,500,000 will advance in
1922 to approximately $10,000,-
00O.the total to he provided
front revenue for the city's ac-
count, therefore, will be 10.000.0CO

(c) The cost of eliminating
double fares and of restoring
free transfers upon the surfaco
lines will be for each year not
less than 9,uw.ww

(d) And one-third of the cost
of neglected repair work and
incidental rehabilitation, if this
expense can be spread over
three years, would add not less

,than u.000,000

The tot?l thus required (with¬
out allowance for the cost of
restoring full train and car ser¬
vice, which cannot be estimated
with any exactness, and with¬
out provision for the full re¬
placement of worn out and ob¬
solete equipment) would be....$41,000,000
Against this sum there may be

counted a reduction of $3,000,000 to be
secured through the wage adjustments
of a month ago. This will bring the
net additional indicated need on the
present basis approximately to $36,-
000,000.

It is true that the foregoing figures
ore based upon the present accounts and
financing of the companies. In a rate
case the intensive scrutiny of accounts
undoubtedly would result in heavy cuts.
But the net figure of $36,000,000 indi¬
cates the size of the obstacle to be
overcome.after three years' policy of
drift.to reestablish and maintain the
five cent fare.

It will appear that if the only method
of rcilof was upon the basis of present
organization and financial structure the
prospect for maintaining the five cent
fare would not be hopeful.

But it is the opinion of the commis¬
sion that if the reorganization plan It
presents be adopted, with (a) the re¬
arrangement and more effective coordinat¬
ion of the transit system, (b) tlio re¬
duction of rentals and interest charges
that it lias in view, (c) the elimination
of taxes and other public charges, from
which the municipalized lines naturally
would be free, (d) the reductions of cost
effected through consolidation of power
plants and of other facilities used in
common, and (e) the material savings
that will occur in the reduction of over¬
head and operating charges, the Indi¬
cated deficiencies may be substantially
overcome and the five cent fare con-1
tinued beyond the year of trial.
While naturally every endeavor will

be made to attain this end, but the ques¬
tion Anally can be determined only by a
demonstration of the results of opera¬
tion of the consolidated system such as
the plan proposes.

Effects of Reorganisation.
Tho enforcement of a plan based upon

the principles cited, beyond securing the
economies and beneAts of consolidation
and ending a condition of Ananclal chaos
and paralysis, will clean out tho sep¬
arate, special, private interests with
their persistent friction and conflicting
policies and substitute a new basic or¬
ganization in which the Interests of the
city and of private investors would be
common.

If these principles be recognized and
given effeot, It will follow that while
opportunities for the making of money
through the speculative manipulation of
transit securities will cease, bona fide
Investors, on the other hand, assured
of adequate protection, should not hesi¬
tate to lend as further funds are re¬

quired. The advantages that will flow
to the travelling public from the plan
are obvious. Nor does the Commission
seo In It any unfairness either to the
operating companies or to the present
owners of their securities.

In readjusting securities on the basis
of honest vslue the Commission linn In
view, and will Insist upon, the elimina¬
tion of "water" of every description and
the frank recognition of a depreciation
that Investors hare long since dis¬
counted. In requiring that existing
"pref*rentIsle" be gtven OP, ae a part

return for the stability the plan would
(five to real Investment, the Commission
again seeks to cut out whatever has be¬
come unstable or artificial in transit
finance. Preferential allowances held
to be fair and necessary when the Dim'
Contracts were negotiated ten years ago
are not fair under the conditions of to¬
day. If the subway operators argue
that their preferentlals should be con¬

tinued, and that a fare should be fixed
sufficient to cover them, they wou! 1
claim in effect that they alone are en¬

titled to a hundred per cent, protection
against the losses and shrinkages of the
War. while the City, the private in¬
vestors and every other party to the
old agreements have been required to
carry very substantial losses, direct and
Indirect.
The elimination of intercompany

leases will put an end to another form
of abuse In transit finance nnd avoid
the continuance of undue favor to any
particular class of security holders. Un¬
der the plan all such leases would be dis¬
continued and the llr.es of lessor com¬

panies merged with the unified system
upon the same terms as to the recogni¬
tion of actual value and the allotment
of interest bearing securities that ap¬
ply to all others;

Commission's Plnn.

In accordance with the foregoing find¬
ings the commission submits the follow-
ing general outline of its plan and of the
mechanism through which It is to b» put
into effect:
The plan provides for the valuation,

consolidation and municipal ownership
of all transportation facilities deemed by
the Transit Commission to be useful and
essential. Such facilities are to be ac¬

quired without cost to the city by amor¬
tizing out of earnings the valuations
fixed by the Transit Commission. All
existing corporations and their fran¬
chises, interleases and securities arc
gradually to be eliminated or extin¬
guished, except such underlying liens
carrying a low rate of interest as the
commission deems it advisable not to
disturb. Existing securities, witli such
exceptions, are to be replaced by an is¬
sue of bonds of a consolidated company
representing a fair and honest valuation
of the properties. Payment of these
bonds with interest, and a sinking fund
charge sufficient to retire them within,a
reasonable period, which will be less
than the term of the present subway
leases, to be \ secured by a purchase
money mortgage and assured by a rale
of fare based on cost, automatically de¬
termined by the condition of a contin¬
gent reserve or barometer fund.

Valuations according to existing se¬
curity Issues and present capitalization
will be disregarded and the entire flnan-
clal structure of the Consolidated
Company will be based upon a new val-
nation, which, under the Rapid Transit
legislation of this year, is rapidly be-
ing completed. By this means the "wa-
ter" in present financing and capitaliza¬
tion will be eliminated and the new
valuation will represent the real vaues
in the transportation properties.

Municipal Ownership.

In view of the large Investment of
the City in and its ownership of the
existing subway lines, the benefits of a
unified system can best be secured
through the Immediate municipal own¬
ership of all transportation facilities
deemed useful and essential in a com¬
prehensive system, and their operation,
under eflfectlvo public control by coir.-
pany agencies to bo creuted for the pur-
pose. If the City authorities shall op¬
pose immediate municipal ownership of
tho transit system, with its present op¬
portunity to reform completely the ex¬

isting situation, tho Commissions Is pre¬
pared to consider the alternative course
of vesting title to all properties not
now owned by tho City, including the
subway teases, in the Consolidated
Company, with provision for deferred

ownership by the City. Such a course
will permit tho general features of the
plan to be carried out, but will add to
tlie difficulties and tend to lutpo.se a
higher fare.
Under the plan, ownership will be ac¬

quired by the City without financial
outlay on its part. E&isting companies
will turn In to tho Consolidated Com¬
pany, and through it to the City, all
properties and rights In return for new
leases which will provide for amortlza-
lion out of the earnings of tho Con-
solidatcd System of the valuation fixed
by the Commission.

Consolidation.
The o.xisting, separate systems to We

consolidated at the start Into threo now
operating groups to be made up as fot-
lows:
Group No. 1. The subway and elevated

railroads now operated by tho Inter-
borough Ttapid Transit Company and
leased by it from the city and the Man-
hattan Railway Company.
Group So. 2. Tho subway, elevated

and surface railroads now or formerly
In the Brooklyn Rapid Transit system.
Group No. 3. The surface railroads of

tho Boroughs of Manhattan and The
Bronx.
Tho surface railroads In Queens and

Richmond, in whole or In pact, to bo
allocated to Group No. tl or Croup No. i.
as may be determined.
Bus lines necessary for the logloat de¬

velopment of tho unified system to tw
created and allocated as feeders to the
foregoing group. Where necossary or de¬
sirable. some of the colating surfaco
linos may he transformed into bus line#".

All existing power facilities to be con¬
solidated and operated for the comi.'.ou
benefit of tho entile system.
Organ Ir.at Ion of n I'nlHeil h> stem.

To pavo tho way for tho eventual,
conipleto consolidation into otto system,
and to secure the benefits of private
operation under public, control, the Tran¬
sit Commission will cause to bo. organ¬
ized four corporations."A," "B.1* "C'
and "B"' companies.each with a nom¬
inal number of capltul shares.
"A" company will be the controlling

and financial company, and general su¬
pervisor of the affairs of "B." ' C' and
"D" companies, which will bo ciclu
Slvoiy operating companies. The share*
of slock of tho operating companies will
bo owned by "A" Cor.-.psny, whoe^
share* .'n turn will he held In trust by
tho Transit Commission, or bv ttbtlnwr
body may succeed it.

,-B" Company will operate under leas»
the properties embtgeed in Group No. 1.
"C" Corr.p*uy the properties embraced
In Croup No. 2. and "D" Company the
properties embraced In Group No. 3.
Oenertl financial control ami super¬

vision of the entire syolcm will be lodffod
in a board of control, which will also
constitute t/io directorate of "A" Com¬
pany. It. will consist of seven members,
to be chosen r.s foliows: (hie each by
tho boards of directors of the three op¬
erating companies, "B." "C" and
threo by the Mayor of the city, and the
seventh member by vote of the other
six, or, in tiie event of their inability to
agree, then by the Transit Commission
or hy whatever body may succeed it.
Tho powers of the board of control ere

to bo ihoso of n financial nature, a:>

nbove Indicated, together with such other
powais .-.f supervision and direction as

may properly be conferred upon it by
the contracts to bo ontered into. It will
be responsible for the distribution and
marngemeut of oil the surplus revenue*
of the operating companies after pay¬
ment of their own operating expenses,
will have solo charge of the issuing f
all securities, will tnnlco all payments
for latere*?, and have the custody and
management of the amortization, con¬
tingent reserve, and other funds.
The functions of the Transit Com¬

mission in respect to construction shouid

Continued on Following Pane.

brill brothers

Men Are Rallying
to Smart Blues
and Grays
This Year

$35 $40 $50
Blues and grays
have always
swayed a large,
well- dressed
following, but
more than ever
this Fall and
Winter will
they be king¬
pins of favor . .

Suits of quality
at opportunity
prices $35,
$40, $50.
Hat« for Fall at |4.Stataons at $7

Four Convenient. Stores

Broadway at 49th St. 47 Cortlandt St.
279 Broadway 44 East rath St.
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